Industrial Finance

Associations, The debenture bonds should be issued by
the Central Institute while the actual loans wiH be dis-
bursed by the Provincial Associations against mortgages of
industrial property. Government may subscribe for a cer-
tain portion of the share capital; but the bonds must be the
.most important source of funds which should be provided
by the public with a definite government guarantee to start
with. Whether Government should take the initiative in
establishing this All-India Industrial Mortgage Bank or
wait for the initiative to come from bankers and industrial-
ists is a matter which requires further consideration. The
function of such mortgage banks will not be to underwrite
the shares but only to give mortgage credit.

All the above considerations apply to private competi-
tive industry. But the financing of defence industries, key
industries and public utilities should be the special concern
of the State, as those industries are of national importance
and form part of an all-round economic development. An
institution on all-India basis for the financing of defence
and key industries should be started with share capital
entirely provided by the State and with power to issue de-
bentures on a definite guarantee of interest. Its function
will be to promote, under-write and finance such industries.
The usual arguments against State aid cannot apply in such
cases, for here the industries are State owned and State
controlled, and they should be so.

So far as public utilities of a provincial character are
concerned, they may be financed by Provincial Industrial
Corporations established by provincial Governments. yAt
present these governments place some capital funds at their
disposal, and although run apparently as commercial con-
cerns, they are too much influenced by bureaucratic
methods of administration and financial control It would
be necessary to have a separate financial agency for the
financing of all public utilities and any other industries
which provinces consider to be of national importance.
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As already pointed out, all funds under the State Aid
to Industries Act must be placed with a recognised joint-
stock bank which could actually disburse them to the appli-
cants. Or in the alternative, Government may agree to re-